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THE STORY IN BRIEF 



1944 

1943 

1942 

Net Sales. 

$988,770,171 

$852,596,706 

$867,834,052 

Net Income before Federal Taxes on Income 

103,608,644 

86,120,388 

94,649,421 

Net Income after Taxes. 

34,176,111 

33,866,087 

33,946,989 

Earnings per Share. 

5.83 

5.80 

5.87 

Taxes. 

82,181,202 

63,971,324 

73,136,026 

Taxes per Share. 

14.01 

10.96 

12.65 

Dividends Paid per Share. 

4.25 

4.25 

4.25 

Dividends Paid. 

24,891,614 

24,714,003 

24,557,535 

Working Capital. 

227,237,361 

218,142,645 

196,020,050 

Net Worth (Capital plus Surplus). 

308,472,733 

296,032,641 

283,781,137 

Inventories. 

146,078,593 

166,820,086 

147,896,935 

Merchandise on Order. 

178,616,304 

156,924,811 

153,574,974 

Depreciation Charged. 

8,440,851 

10,213,016 

10,630,342 

Reserve for Depreciation on Buildings, Fixtures, and 
Equipment. 

92,902,149 

85,786,339 

77,439,776 

Other Reserves. 

44,931,525 

47,084,600 

44,289,264 

Capital Expenditures. 

6,079,265 

2,053,042 

9,917,386 

Contribution to The Savings and Profit Sharing Pension 
Fund of Sears, Roebuck and Co. Employes. 

7,667,697 

7,667,697 

7,667,697 

Contribution to The Supplemental Savings and Retire¬ 
ment Plan of Sears, Roebuck and Co. Employes 

1,500,000 

— 

— 

Number of Stockholders. 

59,502 

59,762 

58,764 

Number of Retail Stores . . 

606 

596 

599 

Number of Mail Order Plants. 

10 

10 

10 

Number of Order Offices. 

266 

231 

223 


FIGURES FOR THE THREE YEARS ARE SHOWN ON A COMPARABLE BASIS 
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TO THE STOCKHOLDERS OF 


SEARS, ROEBUCK AND CO.: 

The Annual Report of the Company for the fiscal 
year 1944, ended January 31, 1945, including certified 
financial statements, is submitted herew ith. 

INCOME, DIVIDENDS, SALES 

The net income after provision for all taxes for the 
year 1944 was $34,176,111, equivalent to $5.83 per share 
of outstanding common stock compared with $5.80 per 
share for 1943. 

Dividends of $24,891,614 were paid to stockholders 
at the rate of $4.25 per share for the year. 

Net sales for the year amounted to $988,770,171, an 
increase of $136,173,465 or 15.97% over last year. 

FINANCIAL 

The net working capital on January 31, 1945, of 
$227,237,361 was $9,094,716 more than a year ago. 

Cash and $73,479,896 invested in U. S. Treasury Tax 
Savings Notes amounted to $127,912,022 against 
$90,178,773 last year. Additional 'lax Savings Notes 
amounting to $75,132,000 provide for the entire esti¬ 
mated liability for federal income, surtax and excess 
profits taxes on the year’s income. 

Total accounts receivable amounted to $19,169,651, a 
decrease of $1,003,573 from the outstanding balance 
a year ago. 

The investment in merchandise inventories of 
$146,078,593 at the year-end was $20,741,493 or 12.43% 
lower than a year ago. This includes merchandise in 
retail stores, mail order plants and warehouses; raw- 
materials, work in process and finished merchandise in 
factories. We are following a policy of keeping stocks 
at as low a level as demand permits and maintaining a 
position which will afford full advantage of changing 
market conditions. Merchandise stocks in mail order 
plants, warehouses, and factories are valued on the basis 
of specific items at average cost which is substantially 
cost or market, whichever is lower. The cost of goods 
sold was computed on the basis of average cost. Inven¬ 
tories in retail stores and the cost of goods sold were 
computed by the accepted Retail Inventory Method. 

The notes payable item of $461,188 is a Y-loan credit 
agreement of factories engaged in war production in 
which Sears has substantial investment interests. 

The Company has renegotiated its 1943 war business 
with the Government. 

Sears has investments in some manufacturing sources. 
Where this ownership is not over 50%, it is our practice 
to include earnings of these companies in income only 
when received as dividends. Sears’ equity in these 
manufacturing companies, plus its equity in the Allstate 
Insurance Companies, is $11,816,632 more than the 
amount at which these equities are carried on our books. 

PROPERTY 

Property expenditures during the year conformed 
with plans for improving our distribution facilities. 
Some new locations were acquired, and negotiations are 


being carried on for the acquisition of others. Likewise, 
plans are being prepared for new stores and the enlarge¬ 
ment and remodeling of many proven stores when 
building operations can be resumed. 

Repair and maintenance expenditures w-ere $5,657,058 
against $4,318,143 last year. These expenditures reflect 
the increased expense of restoring facilities which are 
being subjected to extraordinary wear and tear result¬ 
ing from peak volume operation, and also the additional 
cost of maintaining equipment which in normal times 
could be replaced. 

DEPRECIATION, RESERVES 

The amount charged against income for depreciation 
and amortization was $8,440,851 as compared with 
$10,213,016 last year. 

Our usual policy of depreciating fixed assets at rates 
in excess of those allowed for federal income tax pur¬ 
poses has been continued during the year. We estimate 
$400,000 excess depreciation was charged this year, 
and of the excess charged off over many years there re¬ 
mained $31,715,295 on January 31, 1945 to be allowed 
as expense in determining federal income taxes in later 
years. 

The capital investment in furniture and fixtures of 
599 retail stores has been totally depreciated, although 
all of these stores are in operation and this equipment is 
being regularly maintained. Our total investment of 
$45,307,687 in retail store fixtures and equipment has 
now been written down to $1,208,671. Total depre¬ 
ciable fixed assets are now 58.58% depreciated. 

The reserve for uninsured risks has been transferred 
to surplus as the Company’s strong financial position 
makes this provision unnecessary. Full insurance pro¬ 
tection is carried against losses. 


TAXES 


Federal income, surtax and excess profits taxes are 
estimated at $69,332,300. Last year t his w as $52,156,000. 

The following shows the amount and extent of Com¬ 
pany earnings which go to federal, state and local 
governments: 

19U ms 


Total federal, state and 

local taxes. 

Were equivalent to: 

Per cent of net income 

before taxes. 

Per share of stock.... 
Per $100 of net sales.. 


$82,181,202 $63,971,324 


70.63% 

14.01 

8.31 


65.39% 

10.96 

7.50 


AUDITING COMMITTEE 


The Board of Directors appointed an auditing com¬ 
mittee consisting of four directors who are not officers or 
employes. This committee selected W. C. Waggoner & 
Co. to make the 1944 audit. This firm merged with 
Allen R. Smart & Co. during the year. A similar com¬ 
mittee will select the auditors for 1945. 
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EMPLOYES IN MILITARY SERVICE 

More than 14,000 of our employes are now on military 
leave of absence of whom 1,500, including 82 women, are 
commissioned officers. We continued our plan of keep¬ 
ing employes in military service in touch with Company 
affairs through the Sears’ News-Graphic, and at Christ¬ 
mas time money orders were sent by the Company to 
those in overseas service, and merchandise certificates 
redeemable in any of the Company stores to those in the 
United States. Membership in The Savings and Profit 
Sharing Pension Fund has been maintained for these 
employes by the Company with full participation in 
Company contributions and fund benefits. 

We regret to report that of these employes 29 are 
missing in action, 27 have been reported prisoners of 
war, and our service flag now has 256 gold stars. 

RETIREMENT PROGRAM 

The Company has maintained The Savings and Profit 
Sharing Pension Fund of Sears, Roebuck and Co. Em¬ 
ployes since July 1, 1916. Under the rules of the fund 
every regular employe who has completed one year of 
service may become a member. Members are required 
to contribute 5% of their salary but may not contribute 
more than $250 per year. As Company contributions 
to the fund are credited to the members in proportion to 
their contributions, and compensat ion in excess of $5,000 
is excluded in determining contributions, this has the 
effect of limiting the benefits of members whose annual 
compensation is more than $5,000 to the benefits of 
members receiving $5,000. Consequently the retire¬ 
ment security of employes whose annual compensation 
exceeds $5,000 is not on an equality with employes re¬ 
ceiving up to $5,000. 

The purpose of The Supplemental Savings and Re¬ 
tirement Plan of Sears, Roebuck and Co. Employes is to 
restore equality to those employes whose annual com¬ 
pensation exceeds $5,000 by providing retirement bene¬ 
fits proportionate to the income in excess of $5,000. 
This is in accord with the policy of the Company w hich 
has long recognized and observed the principle of retire¬ 
ment security that is only recently coming into general 
acceptance. In keeping with this trend, the plan 
strengthens the Company’s position in industry by 
adding to the attractiveness of employment to those in 
the ranks who carry the greatest responsibilities. This 
group, the store managers, the buyers, and the other 
key employes of the merchandising, operating, financing 
and accounting forces will be strengthened by providing 

Approved by the Board of Directors, 

CHAIRMAN OF BOARD / 


March 26, 1945 


a plan of retirement which systematically will keep the 
force young and aggressive. The plan will not provide 
unreasonable benefits as no employe may receive a pen¬ 
sion in excess of $10,000 per year. The Board of Direc¬ 
tors is of the opinion that the plan represents an im¬ 
portant contribution to the welfare of the Company and 
has adopte/1 it, subject to your approval. The man¬ 
agement joins with the Board in asking you to approve 
this action of the Board. 

Application has been made to the Commissioner of 
Internal Revenue for qualification of the plan under the 
Internal Revenue Code. If it is not approved in its pres¬ 
ent form, it will be amended or abandoned entirely, 
but under no circumstances will it become effective until 
it has the approval of the Commissioner. 

On January 31,1945, $1,500,000 was paid to the Con¬ 
tinental Illinois National Bank and Trust Company of 
Chicago, Trustee of the plan, to be held subject to 
the stockholders’ and Commissioner’s approval. If 
approval is not obtained, the amount deposited will be 
returned to the Company. The Company will assume 
no legal obligations to continue payments in behalf of 
the plan, when and if approved, although it proposes to 
continue payments of substantially $1,500,000 for next 
year, and $1,200,000 for each of the following nineyears of 
the program. After the eleventh year the annual cost 
should not exceed $700,000 for future service benefits 
as by then all past service benefits will have been funded. 
These costs are deductible as expense in computing 
federal income and excess profits taxes, and are pre¬ 
dicated on the fund as now constituted. 

A description of the plan is given in the Proxy State¬ 
ment accompanying this report. 

CONCLUSION 

Manpower shortage and diminished merchandise 
availability continue to be our most difficult problems. 
We have eased the manpower shortage by taking full 
advantage of the use of part-time employes and by using 
female employes to the greatest extent possible. We look 
for no change in this situation as long as war demands 
continue at their present velocity. 

By making the year 1944 the largest one in the 
history of the Company, the employes have given 
the best testimonial of their continued loyalty and 
cooperation. To all of them, we express our sincere 
appreciation. 

As in the past, we cordially invite your suggestions 
for the future improvement of the Company. 



PRESIDENT 
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SEARS, ROEBUCK AND CO. 

CONSOLIDATED INCOME AND EARNED SURPLUS ACCOUNT 


FOR THE YEARS ENDED JANUARY 31, 1945 AND 1944 

EXCLUDING INSURANCE COMPANIES NOT CONSOLIDATED 



1944 

1943 

Net Sales . 

$988,770,171 


$852,596,706 

Other Income: 

Dividends and Interest. 

$ 1,865,028 

$ 1,867,048 

Profit on Sale of Securities and Properties. . . . 

1,820,605 3,685,633 

87,677 

1,954,725 

Total Income. 

992,455,804 


854,551,431 

Deduct: 

Cost of Sales, Advertising, Selling, Administrative 
and General Expense . 

851,776,278 

733,582,952 


Repairs and Maintenance . 

5,657,058 

4,318,143 


Depreciation . 

8,440,851 

10,213,016 


Taxes (Other than Federal Taxes on Income) . . . 

12,848,902 

11,815,324 


Interest . 

739,469 

772,161 


Renegotiation Settlements ($1,062,000 for 1943 and 
$ 325,000 for 1942 less Federal Income Taxes applicable 
thereto) . 

216,905 

61,750 


Contribution to: 

The Savings and Profit Sharing Pension Fund of Sears, Roebuck 
and Co. Employes . 

7,667,697 

7,667,697 


The Supplemental Savings and Retirement Plan of Sears, 
Roebuck and Co. Employes . 

1,500,000 888,847,160 


768,431,043 

Net Income Before Provision for Federal Taxes 
on Income . 

103,608,644 


86,120,388 

Provision for Federal Taxes on Income: 

Normal Tax and Surtax . 

17,135,000 

16,480,000 

Excess Profits Tax (Nef after Post- War Refund of 
$5,799,700 for 1944 and $3,931,580 plus $32,420 credit 
for debt retirement for 1943) . 

52,197,300 69,332,300 

35,676,000 

52,156,000 

Net Income Including Interest of Minority Stock¬ 
holders . 

34,276,344 


33,964,388 

Adjustment for Interest of Minority Stockholders . . . 

100,233 


98,301 

Net Consolidated Income Transferred to Earned 
Surplus . 

34,176,111 


33,866,087 

Earned Surplus, Beginning of Year . 

109,152,084 


100,000,000 

Reserve for Uninsured Risks Transferred to Surplus 

1,500,000 


— 

Dividends Paid . 

144,828,195 

24,891,614 


133,866,087 

24,714,003 

Earned Surplus, End of Year . 

$119,936,581 


$109,152,084 


Note- The foregoing Consolidated Income and Earned Surplus Account excludes undistributed net profits of unconsolidated 
Insurance Companies of $985,537 for the year ended December 31, 1944 and $330,234 for the year ended December 
31, 1943. 


CHARLES E. HUMM, 
Comptroller 
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SEARS, ROEBUCK AND CC 

EXCLUDING INSURANCE COMPANi 


ASSETS 


Current Assets: 

January 31,1945 

January 31,1944 

Cash . 


$ 54,432,126 


$ 38,105,045 

U. S. Treasury Tax Notes. 


73,479,896 


52,073,728 

Marketable Securities (Market Value) . 

($9,3)9,170) 

5,707,560 

($8,169,164) 

5,623,098 

Accounts and Notes Receivable: 





Customers' Installment Accounts. 

$ 694,975 


$ 1,369,659 


Equity in Installment Accounts Sold. 

5,679,498 


5,611,904 


Employes' Accounts Receivable. 

346,367 


314,546 


Other Notes and Accounts Receivable .... 

15,490,343 


15,891,505 


Total. 

22,211,183 


23,187,614 


Less: Reserve for Collection and Doubtful Accounts 

3,041,532 

19,169,651 

3,014,390 

20,173,224 

Inventories (Mail Order and Factory inventories valued at 
average cost. Retail Store inventories valued in accordance 
with Retail Inventory Method.) .......... 


146,078,593 


166,820,086 

TOTAL CURRENT ASSETS . 


298,867,826 


282,795,181 

Investments and Other Assets: 





Insurance Companies (100% Owned) . 

2,848,347 


2,848,347 


Other Investments and Advances .. 

5,305,191 


6,093,483 


Post-War Refund of Excess Profits Tax . 

12,459,630 

20,613,168 

6,844,731 

15,786,561 

Fixed Assets: (At Cost) 





Land . 


29,969,491 


25,915,866 

Buildings . 

112,112,274 


112,754,848 


Furniture, Fixtures and Equipment . 

46,469,898 


46,045,413 


Total . 

158,582,172 


158,800,261 


Less: Reserve for Depreciation . 

92,902,149 

65,680,023 

85,786,339 

73,013,922 

TOTAL FIXED ASSETS . 


(95,649,514) 


(98,929,788) 

Deferred Charges: 





Catalogs in Process and Supplies . 

5,232,110 


6,145,133 


Insurance, Rents and Other Charges . 

2,675,289 

7,907,399 

2,043,007 

8,188,140 

Goodwill . 


1 


1 



$423,037,908 


$405,699,671 
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ON SO LI DATED BALANCE SHEET 

IWN AS INVESTMENTS 

LIABILITIES AND CAPITAL 

1 January 31, 1945 

Current Liabilities: 


Notes Payable—“V" Loan Contracts. 

Accounts Payable. 

Due Customers—Refunds and Unfilled Orders . . 

Federal Taxes on Income. 

Less: U. S. Treasury Tax Notes . 

Other Accrued Taxes. 

Other Accruals. 

TOTAL CURRENT LIABILITIES. 


$ 461,188 

22,455,388 
17,964,021 

$ 75,132,000 

75,132,000 - 

14,344,323 

16,405,545 

71,630,465 


January 31, 1944 


$ 975,000 

24,024,393 
13,119,902 

$ 59,128,377 

59,128,377 — 

12,159,023 

14,374,218 

64,652,536 


Reserves For: 

Prior Years’ Taxes. 

Collection of Installment Accounts Sold 

Uninsured Risks. 

Other Purposes. 

Post-War Adjustments. 


4,816,978 

5,739,206 

2,833,809 

28,500,000 41,889,993 


7,222,059 

4,198,281 

1,500,000 

2,649,870 

28,500,000 44,070,210 


Interest of Minority Stockholders in Subsidiary 
Companies. 


1,044,717 


944,284 


Capital Stock—Without Par Value: 

Authorized. 

Issued. 

Less: Stock Held by Trustee for Sale under Employes' 

Stock Purchase Plan . 

Issued and Outstanding. 

Earned Surplus —Annexed Exhibit. 


Shares 

6 , 000,000 

5 , 865,619 

48 

5 , 865.571 188,5 3 6,152 


119,936,581 

$423,037,908 


Shares 

6 , 000,000 

5 , 838,055 

87 

5 , 837,968 186,880,557 


109,152,084 

$405,699,671 


The accounts as at January 31, 1944 in some instances have been restated to give effect to reclassifications made 
during the current year. 


CHARLES E. HUMM, 

Comptroller 
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Allen R. Smart & Co 


CERTIFIED PUBLIC ACCOUNTANTS 


To The Stockholderx and Board of Directors of 
Sears , Roebuck and Co.: 

We have examined the ('onsolidated Balance Sheet of Sears, Roebuck and Co. 
and subsidiary companies as of January 81, 1945, and the related Consolidated 
Income and Earned Surplus Account for the fiscal year then ended, have reviewed 
the system of internal control and the accounting procedures of the Companies and. 
without making a detailed audit of the transactions, have examined or tested ac¬ 
counting records of the Companies and other supporting evidence, by methods, at 
times, and to the extent we deemed appropriate. Our examination was made in 
accordance with generally accepted auditing standards applicable in the circum¬ 
stances and included all procedures we considered necessary. The financial state¬ 
ments of a subsidiary company have been certified to by other independent ac¬ 
countants; the assets of this company, however, are not significant in relation to 
the total consolidated assets. 

The methods of taking physical inventories were reviewed and tests were made 
of quantities, prices, and computations at all mail order houses, at 35 per cent of 
retail “A” stores, and at 50 per cent of warehouses. The remaining inventories at 
retail stores and factories, many of which were examined by us during the year 
under a program of periodic audits, were checked as to their substantial accuracy 
as at the close of the fiscal year by application of gross profit tests and other audit¬ 
ing procedures. Based upon our examination, the inventories were carefully taken 
and are correctly priced. 

In our opinion, the accompanying Consolidated Balance Sheet and related 
Consolidated Income and Earned Surplus Account present fairly the position of 
Sears, Roebuck and Co. and its subsidiaries at January 31, 1945, and the results 
of their operations for the fiscal year then ended, in conformity with generally 
accepted accounting principles applied on a basis consistent with that of the pre¬ 
ceding year. 


ALLEN R. SMART & CO. 

Chicago, Illinois 
March 21, 1945 


































